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Managing the Knowledge Trap in Developing Economies through Effective
Governance
Published: July 02, 2007 in Knowledge@SMU 
Singapore Management University professor of organisational behavior Thomas Menkhoff conducts research on the
role of knowledge management as a key enabler of economic and social development. He recently delivered
keynote addresses on the subject at the Knowledge Management for Development (K4D) Forum 2007 in Manila,
organised by the Asian Development Bank, and at the Conference on Knowledge Management as an Enabler of
Change and Innovation in Africa in Cairo, organised by the Global Development Network and the World Bank
Institute. Menkhoff talked to Knowledge@SMU about best practices and challenges associated with utilising
knowledge as a factor of production, based on the experiences of Singapore and selected developing and emergent
economies. 
Knowledge@SMU:  Knowledge Management as a concept is ubiquitous, especially in business literature. What
exactly is it? 
Menkhoff:  According to Davenport and others, at an individual level knowledge can be defined as a fluid mixture of
subjectively gained experiences and insights as well as context-specific information that enables human beings to
act meaningfully and consciously. It is codified information with a high proportion of human value-added, including
insight, interpretation, context, experience, wisdom and so forth.
In an organisational context, knowledge management refers to the totality of strategies aimed at creating a smart
organisation which is able to leverage upon its various information and communication assets, to learn from past
experiences whether successful or unsuccessful, and to create new value through knowledge. To illustrate, in 2005,
Singapore Airlines (SIA) won the MAKE (Most Admired Knowledge Enterprise) award which recognises companies that
have proactively embraced knowledge management as a strategic business process aimed at creating new value. In
the case of SIA, this is done by continuously leveraging customer-related knowledge, experiences and desires via a
sophisticated customer feedback system which is then channeled into product and service innovations such as its
new Fully Automated Seamless Travel (FAST) system. 
Knowledge@SMU:  How do you apply the theory and practice of knowledge management to alleviating poverty in
developing countries?
Menkhoff:  The ‘knowledge for development’ idea is, indeed, fascinating.  In classical economics, land, labour and
capital are regarded as the three factors of production. Development policy has been very much oriented towards
improving the total and relative allocation of resources to these factors, for example through agricultural
development, income-generating activities, and rural credit schemes. More recently, knowledge as a factor of
production has been added to the development debate and is seen as the crucial factor if poorer countries are to
reap the benefits of globalisation. According to [management guru, Peter Drucker] knowledge is now regarded as the
main driving force of innovation and development.
Where natural resources are scarce, land is infertile, or Foreign Direct Investment (FDI) does not flow into the
country as expected, knowledge can be introduced and put to effective use. A now famous example cited in the
1998/99 World Development Report published by the World Bank, is the comparison between Ghana and the Republic
of Korea. Both countries started off with almost the same per capita GNP in 1960. Thirty years later, South Korea’s
GNP had risen more than six times while Ghana’s was still hovering at the same level (in 1985 prices). Half the gap
could be explained in terms of the ‘traditional’ factors; the other half, according to World Bank experts, was
attributed to knowledge as a factor of production.
Knowledge is also regarded as a key enabler in an economy where the creation of wealth from non-material
production -- services, computer-assisted production and so on -- exceeds that of material production such as
manufacturing. In knowledge societies, education levels are relatively high, knowledge workers make up a large part
of the workforce and a considerable portion of GDP is invested in education, research and development (R&D). Look
at Singapore, for example, which moved from third world to first world status in record time by transforming itself
into a full-fledged knowledge-based economy.
Knowledge@SMU:  Is there a downside to the so-called knowledge revolution?
Menkhoff: Knowledge is being created on an ever-increasing scale. It is estimated that the volume of knowledge at
our disposal (including “junk” knowledge) is currently doubling every five years. However, the creation of new
7/21/12 Managing the Knowledge Trap in Developing Economies through Effective Governance - Knowledge@…
2/3knowledge.smu.edu.sg/article.cfm?articleid=1078
knowledge always goes along with the creation of new unknowns. The more one knows the better one understands
what one does not know. According to conventional wisdom, knowledge can be imported quickly and with minimal
transaction costs by using the latest information technologies. But such strategies, aimed at bridging the digital
divide at national and the international levels, mostly boil down to emulating developed knowledge societies: by
raising computer literacy levels, improving technical infrastructure and facilities, increasing the number of higher
education graduates, digitising government documentation and processes and bringing about legal reforms such as
copyright protection. There are also attempts to use modern information technology in various business sectors, for
example, in agriculture.
None of these approaches, however, takes into account the significance of what is unknown and, in the initial
stages at least, will widen rather than close the gulf between established knowledge societies and those trying to
catch up. Users in poor countries have less and less understanding of how technologies function and how they might
serve their interests. Thus, developing countries tempted to try to leap into the post-industrial age actually end up
in the “knowledge trap”.
In other words, countries or individuals fall into the knowledge trap when they take over data, information and
knowledge without any understanding of the corresponding unknowns. This is particularly so when people simply
copy solutions; for instance, importing knowledge without localising it, acquiring new technologies without the
required maintenance know-how, recruiting experts who do not carry out effective knowledge transfer or creating
higher education institutions without the demand for knowledge workers.
Knowledge traps affect both emerging markets and developing countries, albeit at different levels and with different
degrees of severity. In Singapore, a recent example of a knowledge trap was the SARS (Severe Acute Respiratory
Syndrome) epidemic. There were no specific diagnostic tests, no vaccines and no known treatments. Singapore’s
population, health practitioners, policy-makers and others initially felt “trapped”. Fortunately, a combination of good
knowledge governance, a well developed ICT infrastructure, the existence of knowledge clusters in the health
sector, effective inter-agency coordination and crisis management, plus the development of a new, infra-red
temperature screening device, proved important in keeping SARS at bay.
Another example comes from rural Indonesia where rice farmers are badly affected by the so-called “tungro disease”
which infects rice crops and fields. While farmers can describe tungro disease symptoms, knowledge gaps exist in
their understanding of the causes and modes of how it spreads. Promising, however, are success stories about the
application of global knowledge for local needs such as IRRI’s (International Rice Research Institute) rice knowledge
bank which provides knowledge and advice to farmers. They’ve discovered that the Green Leaf Hopper, Nephotettix
virescens (Distant), is just the transmitter of the tungro rice disease. The real culprit is the rice tungro bacilliform
virus. The project has empowered Indonesian farmers to carry out their own research into the control of tungro
disease in rice. Anyone who wants to do relevant research, therefore, needs to know about the unknowns. These
are important because they provide the stimuli to search for adequate answers.
Knowledge@SMU:  How can countries avoid falling into these knowledge traps?
Menkhoff:  Several Asian countries have successfully planned and carried out strategies to bridge the digital divide
and to close the knowledge gap between them and the OECD countries. They invented a framework to produce and
utilise knowledge for economic and social development by following an active policy of “knowledge governance”.
South Korea and Singapore are shining examples. A critical success factor in Singapore’s achievements is the strong
steering capacity of the state and the trust between citizens and government. There is a tightly knit network of
diverse and visionary “knowledge elites” in Singapore with effective planning and management know-how, i.e. they
are able to turn ideas into reality. Since 2001, I have been directing a Singapore-Commonwealth Third Country
Training Programme aimed at disseminating good knowledge management and governance practices throughout the
Commonwealth. Annually, 25 senior civil servants from Commonwealth countries are exposed to the latest knowledge
management concepts and knowledge-enabled private and public sector organisations in Singapore. Mauritius, with
the help of the Commonwealth Secretariat, has implemented many of Singapore’s knowledge governance practices,
and is on its way to becoming one of South Asia’s most knowledge-enabled island states.
Knowledge governance is both an administrative process and a structure of authority relations. It involves the
channelling of resources to build up a country’s knowledge management capabilities and improve its competitive
advantage in the world market. In trying to govern the unknown, countries need a strategy that allows for several
things: knowledge hubs, competence centres and centres of excellence; knowledge clusters as “learning regions”;
the transfer of knowledge through global production networks; using the comparative advantages of local knowledge
and creating robust knowledge cultures.
A knowledge hub is a place of convergence where knowledge-intensive organisations, such as R&D institutes and
firms, connect with knowledge users who provide a focus for knowledge generation, transmission, application and
diffusion through education and training. For example, Singapore’s new biomedical R&D hub, ‘Biopolis’, aspires to be
the focal point for scientific talent and research by attracting and grooming top talent to pursue world-class
research here. The co-location of private and public labs is expected to foster close links and to stimulate
collaboration and cross-disciplinary research.
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Clusters are regional concentrations of companies, manufacturing subsidiaries, research institutes, universities and
other institutions which have a bearing on knowledge. What is important is the diversity of the players involved.
They may complement one another, be in competition, or cooperate. Silicon Valley near San Francisco and Silicon
Plateau around Bangalore are examples of cluster formation, as is the knowledge region of Munich. Singapore’s
current clusters of knowledge-intensive industries include biotechnology and biological sciences, microelectronics,
robotics and artificial intelligence, information technology, laser technology and electro-optics, and communications
technology. There are also the first indications of cluster formation in the Multimedia Super Corridor (MSC) in
Malaysia.
Global production networks (GPNs) are also expanding rapidly and, under certain conditions, ensure the cross-border
transfers of knowledge. Typically, knowledge clusters with a high level of diversity are particularly closely involved in
such networks. However, the trend towards GPNs is sometimes double-edged. While larger suppliers are furnished
with knowledge, even if only to satisfy the quality standards of potential customers, small and medium-sized
enterprises at the end of the knowledge chain often become marginalised as they lack the skill and expertise to
absorb global knowledge. Moreover, transnational corporations mainly impart “packaged knowledge”, a type of “fast
food” for rapid consumption, which is disassociated from any understanding of the unknowns essential for enhancing
local capacities.
Globalisation of local knowledge and localisation of global knowledge are also prerequisites for using knowledge as an
engine for growth. Policymakers in developing countries do not always recognise such opportunities given their
fixation on modern and hi-tech development projects. An illustrative example in this context might be Indonesia with
its vision of Terwujudnya Masyarakat Telematika Nusantara Berbasis Pengetahunan di Tahun 2020 (Creating a
Telematic Society in the [Indonesian] Archipelago by 2020).Only recently have leaders started to discuss
‘knowledge’ as a concept rather than simply telecommunications or information, as suggested by the title of this
national plan. The difficulties with the turboprop plane project (Type NC-212-200 meant for regional traffic and short
airstrips) which was supposed to be manufactured under licence in the “Bandung High-Tech Valley” illustrates the
challenges facing Indonesia in terms of knowledge traps, governance, brain drain and regional disparities.
Knowledge@SMU:  How important is the ‘people’ factor in an aspiring knowledge society?
Menkhoff:  Knowledge sharing is a precondition for new knowledge creation and innovation. Our studies suggest that
robust knowledge cultures (whether in hubs or in organisations) need to have certain features in order to support
sharing. These include the ability to leverage on innovation, certain personality traits and competencies of
knowledge workers such as openness or intercultural empathy, competition over resources or recognition without
open conflicts, stringent rules of conduct but no undue regulation, strong internal cooperation, diversity of
knowledge producers and interdisciplinary knowledge exchange. Our research in South East Asia suggests that
knowledge sharing is a particular challenge in multi-cultural knowledge creation teams (be it in labs or at the country
level.) A key task of leaders is to create conducive conditions for real sharing to take place.
To sum up, development policy-makers should consider giving up their predominantly economy-oriented approach,
and adopt a more comprehensive, complex environment involving government institutions, scientific institutions and
civil society organisations working successfully together.
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